
Date: July 17, 2002

To: Inter-Regional Partnership

From: IRP Staff

RE: AB 499/Incentives Update

Background
The Inter-Regional Partnership has prioritized six housing and econo
for application to the Jobs/Housing Opportunity Zones, including:

•  Tax Increment Financing
•  Enterprise Zone Status
•  Priority Status for Zones in State Programs

! Priority in state bond allocations through the California Debt
(CDLAC)

! Tax credits for housing as issued through the California Tax
(CTCAC)

•  Cash Grants
•  Priority for Inter-regional Improvement Program funds
•  Childcare Assistance

Staff has been working on the necessary legislative and regulatory ch
prioritized incentives to the Zones. This report details the current stat
AB 499, discusses how to better gain overall state support for incenti
future work on the incentives.

Discussion
AB 499 Update
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Opposition to AB 499 was received from both the State Treasurer, P
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Angelides opposed AB 499 for three reasons:
•  AB 499 was duplicative of existing CTCAC and CDLAC regulations in that both programs already

have in place regulations that promote smart growth principles, including proximity to public transit
and employment centers.

•  AB 499 would set aside limited resources to the exclusion of other communities. (This point was
made to staff during a meeting with CDLAC Executive Director, Laurie Wier. Ms. Wier had
indicated that any changes to CTCAC or CDLAC procedures would have to be statewide or they
would not receive support.)

•  AB 499 would violate federal tax law. (Staff is uncertain as to how the proposed changes would have
violated federal law, but will clarify this issue before future work is done with CTCAC and CDLAC.)

HCD’s concerns with AB 499 related to issues of sprawl and the enterprise zone incentive. HCD felt that
the legislation would discourage local planners “from choosing infill sites in favor of sites on the urban
fringe.” This point relates to some of the Zones being located in rural or semi rural areas with limited
infrastructure in place.

Concerning the enterprise zone incentive, the legislation was written so that only Stanislaus County
would meet the criteria for the enterprise zone designation. It was Assembly Member Cogdill’s intent to
provide a direct benefit for Stanislaus County. The inclusion of the enterprise zone in this form was
necessary to garner the Assembly Member’s support for the IRP related changes to AB 499. HCD
expressed that they  “… would prefer that the IRP Program benefit as many counties as
possible.”(Attachments 1 and 2 are copies of both the HCD and Philip Angelides’ letters.)

Gaining Broad Support for Incentives
Currently, there is limited support by state agencies to sponsor incentives that benefit specific geographic
areas. State grants, bond allocations, tax credits, and other state-sponsored housing and economic
development programs are statewide, with applicants competing from all over the state for program
benefits. Any changes to these programs that offer even marginal support to a particular geographic area
is met with significant opposition. The action steps listed under this section are intended to overcome this
opposition

Action 1: Work with Senator Tom Torlakson to modify existing Jobs/Housing legislation (Government
Code 65891) to more clearly define incentives and state agencies’ roles in putting incentives
in place.
•  Draft bill by September 2002 for IRP approval.
•  Introduce bill in Senate in January 2003.

Action 2: Work with state legislators, i.e. Senator Tom Torlakson and Senator Sheila Kuehl, to
advocate for legislation that would require that any city, county, or city and county
participating in an Inter-Regional Partnership that is awarded a Zone (and adopts and
implements substantially comparable practices and policies for development within the Zone)
receive priority eligibility in the award of competitive grants, for infrastructure, commercial
or industrial development, or other economic development within the Zone. This bill would
be modeled after SB 1521 (Kuehl).
•  Draft bill by September 2002 for IRP approval.
•  Introduce bill in Senate in January 2003.

Action 3: Work with state legislators to draft legislation to create a statewide Jobs/Housing Opportunity
Zone program. The intent would be to work with other IRPs throughout the state who are also



looking at jobs/housing balance related issues. Teaming up with other IRPs would build
support for incentives for jobs/housing issues that could be applied statewide.

A bill that could be modeled is AB 1284 (Lowenthal) which seeks to create Housing
Opportunity Districts to promote, encourage, and facilitate adequate housing development
and transit oriented public improvements. AB 1284 would authorize a city, county, or city
and county, that has adopted a transit village plan to create a housing opportunity district,
subject to approval by the Department of Housing and Community Development. The bill
would require the property tax revenues resulting from increases in assessed value due to
affordable housing construction to be paid to the district.

•  Draft bill by September 2002 for IRP approval.
•  Introduce bill in Senate in January 2003.

Recommended Actions: Next Steps
In bringing incentives to the Jobs/Housing Opportunity Zones, IRP staff encountered much opposition,
which became increasingly clear with the failure of AB 499. In light of this opposition and other
complexities with the incentives, staff recommends that the IRP direct staff to do the following:
•  Meet with the economic development agencies, housing advocates and zone applicants to review the

list of incentives and actions to date to bring them to fruition. The goal would be to share with these
groups the opposition and other problems encountered with the individual incentives, discuss
mechanisms for overcoming obstacles and discuss the option of pursuing different incentives that
may be less contentious.

•  Work with the other seven Inter-Regional Partnerships throughout the state to determine if we can
work jointly on obtaining jobs/housing related incentives.

•  Communicate to Senator Tom Torlakson the difficulty the IRP is having in garnering incentives for
the Zones. Request that Senator Torlakson, or a representative, come to the next IRP meeting to
discuss incentives options and strategies.

•  Direct staff to work with Senator Tom Torlakson on modifying the existing IRP legislation to more
clearly define the incentives component.

•  Direct staff to move forward with gaining broad support for incentives by working with Senator’s
Torlakson and Kuehl on a SB 1521 like proposal.

•  Direct staff to work with IRPs throughout the state and legislators to draft proposal for statewide
Jobs/Housing Zone program.
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